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1 DEPARTMENT OF FINANCIAL INSTITUTIONS DFI-Sec 1.02

Chapter DFI-Sec 1
TITLE AND DEFINITIONS

DFI-Sec1.01  Short title. DFI-Sec 1.02 Definitions.

Note: Chapter SEC 1 was renumbered Chapter DFI-Sec 1 uride®8.2m) (b) ~ (d) A sale of securities of the issuer to another person in eonsid
é‘é?éﬁiéffggg"ﬁ%c%"; made under s. 13.93 (2m) (b) 6. and 7., Stats., Regisiitionof the issuance or transfer to such issuer of securities of the
’ otherperson or any of its fifates.

DFI-Sec 1.01 Shorttitle. Theseules shall be known and  (5) “Transact business” as used in ch. 551, Stats., includes:

may be 'cited as the “rules of the division of securities.” (a) For purposes df. 551.31 (1), Stats. feting or attempting
History: Cr. Register December1969, No. 168, &f1-1-70. to effect transactions in securities for the account of any person in
DFI-Sec 1.02 Definitions. In ch. 551, Stats., and chs this state through the United Stateail, by telephone or by other

DFI-Secl to 36 and unless the context otherwise requires: Meansirom outside or from within this state;

; i : ; (b) For purposes of s. 551.31 (3), Stats., advising any person
Stastls).:wnh respect to advertising as defined in . 551.02 (1ri?1’ this state through the United States mail télgphone or by

« i o ) othermeans from outside or from within this state as to the value
(@) PUb“C.a.tlon means: . ... of securities, the advisability of investing in, purchasingatiing
1. Advertising printed in any newspaperagazine, periodi - gecyritiesor issuing analysesr reports concerning securities to

cal or other publication and mailed or delivetedts subscribers any person in this state through the United States mail, by tele
or addressees, or communicated by radio, television or @teer phoneor by other means; and '

tromzc rg(:e?r:]isn’e:?scgjn(i?(?ti\rglast\?ﬁolsnetear\aztr;doeres have been invite (c) 1. Exceptas provided under subd. 2, for purposes of
by an | solicitati 9 | advertisina- 85131 (1) and (3), Stats., soliciting any person in thiate
y any general solicitation or general advertising, throughthe United States mail, by telephonebgrother means
(b) “Circulation” means advertising mailed, delivereccom  rom outside or from within this state to become a custoatient

municatedn substantially similar forno more than 10 persons or sybscriber of the persam whose behalf the soliciting is per
in this state (exclusive of persons designated under s. 5&),23 tormed.

Stats.)except that for purposes of s. 551.53 (1) (b), Statsdishe . . _
tribution of written ofering materials in the form of a confidential. 2 AnY person who ?omplles with Rule 206 f(‘ﬂ 3; I?f the
memorandunor other ofering or disclosurelocument in connec nvesStmentadvisers act of 1940 and meets any of the following
tion with an ofering exemptfrom registration under s. 551 p3conditionsis not considered to be “soliciting” for purposes of

(20) or (19), Stats., shall not be deemed circulation; and subd.1. o ) ) . )
(c) “Use” means any other use of advertising. a. The person is licensed in this state as an investment adviser

(2) “Broker—dealer'as defined in s. 551.02 (3), Statioes ©' @S @N investment adviser representative; or
notinclude: b. Theperson is licensed in this state as a securities agent for

(a) A pension or profit sharing trust, wherieeting transac alicensed broker—dealer whighapproved to provide investment
tions for its own account: or ’ advisoryservices for a fee in this state; or

(b) A licensed investment adviser or federal covered adviser C: The person solicits or refers fewer than 10 personssa W
whenplacing orders for the accounts of its clients in accordan€@NSinto any one investment adviser within a calendar year; or
with rules prescribed by the division, provided that no commis d. The person is a federal covered adviser
sionor otherremuneration is received by the investment adviser (6) “Investmentcontract” as used is. 551.02 (13) (a), Stats.,
solely for placing the orders. includes:

(c) Any financial institutiorwhich by contract, agreement or  (a) Any investment in a common enterprise with the expecta
other means associates wattoroker—dealer licensed ini¥¥on-  tjon of profit to be derived through the essential managefiattsf
sin whereby the broker—dealer provides securities services on §i&omeonether than the investdn this subsection, a “common
premisesof the financial institution in accordance with s. DFl-enterprise’means an enterprise in which the fortunes ofrthes
Sec4.05 (9). tor are tied to the fitacy of the dbrts of those seeking the invest

(3) “Purchase’of a security includes every purchase, acquisientor of a 3rd party; and
tion or exchange, and every contract of purchase of, or contract K(b) Any investment by which anfefee furnishes initial value
purchasea security or interest in a security for value. to an oferor, and a portion othis initial value is subjected to the
_(4) An“offer” within themeaning of s. 551.021} (b), Stats., risks of the enterprise, and the furnishing of the initial value is
is involved, so far as the security holders of an issuecame inducedby the oferor’s promises or representations which give
cerned,if there is submitted tthe vote of the security holders ariseto a reasonable understanding that a valuable benefit of some
proposalplan or agreement for: kind over and abovéhe initial value will accrue to thefefee as

(a) A reclassification ofsecurities of such issuer whicharesult of the operation of the enterprise, and tfezed does not
involves the substitution or exchange of a security for anothegceivethe right to exercise practical and actual control over the
security; managerial decisions of the enterprise.

(b) A statutorymeger or consolidation in which securities of  (7) (a) “Branchoffice” for purposes of the broker—dealer pro
theissuer will become or be exchandedsecurities of any other visions of ch. 551,Stats., and chs. DFI-Sec 1 to 9 means any
issuer; branchoffice, sales dice or ofice of supervisory jurisdiction reg

(c) Atransfer of assets of the issuer to another person in eonsitiered under the rules of any national securities exchange or
erationof the issuance of securities of the other person or anyraftional securities association of which the broker—dealer is a
its afiliates; or memberor any place of business in this staft® or more licensed
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agentsof a broker—dealer that is not a member of a national securi (b) “Excepted person” means a natural person who is a quali
tiesexchange or national securities association. fied client as described iRule 205-3(d)(1) under the investment

(b) “Branch ofice” for purposes of the investment advipes-  advisersact of 1940.
visions of ch. 551, Stats., and chs. DFI-Sec 1 to 9 meansfargy of (c) “Impersonal investment advice” means investment-advi
in this state that is helalitto the public by any means as a busines®ry services provided by means of written material or oral-state
location of an investment adviser or federal covered advisgrentsthat do not purport to meet the objectives or needs ef spe
requiredto make a filing under s. 551.32 (1m) (a), Stats. cific individuals or accounts.

(8) “Financialinstitution”, except for purposes of s. DFI-Sec (d) “Percentage specifiedor purposes of s. 551.02 (7m) (a)
2.02(4), means any of the following entities if authorized to dd. &., Stats., with reference to the percentfgdients of the super

businessn this state: vised person who are natural persons that are not excepted per
(a) Any bank oganized under the laws of the United States gens.means 19%' )
any state. (e) “Supervised person” means any of the following:

(b) Any federal savings arldan association and any savings 1. Any partner officer or director of, or other person occupy
and loan association or similar associatiorganized under the ing asimilar status or performing similar functions,fan invest

laws of any state. mentadviser or federal covered adviser
(c) Any federal credit union and any credit union or similar . 2- Any employee of an investment adviser or federal covered
associatiororganized under the laws of any state. adviser,except for clerical or ministerial employees.

3. Any other person who providésvestment advice on
behalfof an investment adviser and is subject tosiygervision
andcontrol of the investment adviser or federal covered adviser

() “Third party solicitor” means. person soliciting clients on
half of a licensed investment adviser or a federal covered
adviserwho is neither a partneofficer, director or employee of
the adviser nor a supervised person of that adviser

. (g) “Investment adviser representative” as defined in s. 551.02
(10) Forpurposes of s. 551.02(7) (b), Stats., a pessutivi (7m) (a), Stats., does not includsapervised person of an invest

ties that come within thelefinition of “investment adviser” are mentadviser or federal covered adviser that dogtshave more

not“performedsolely incidental” either to the practice of his or he{hans natural persons as clients in the United States whaoare
professioror the conduct of his or her business if the person ho'Q?cepte(perso?]s

himselfor herself out generally to the public as being a financia . . , .
or investment planneconsultant, adviser or similar designation (1) “Place of business” for purposes of thiavestment
by means of advertisements, cards, signs, circulars, letterheadd@@yiSerprovisions of ch. 551, Stats., and chs. DFI-Sec 9, to
similar means. meansany location held out to the public by any meanstath
- I . aninvestmentdviser or an investment adviser representative reg
(11) For purposes of determining availability of the registra, |y provides investmeradvisory services, or solicits, meets

tion exemption of s. 551.22 (1) (a), Stats.camnection with the ity " or otherwise communicates with clients or prospediie
offer or sale of a revenue obligation issued or guaranteed by gﬁs.

United States, any state, any political subdivision of a state or any o . ’ . i
agencyor other instrumentality of any of the foregoing, a “nhon (16) “Principal ofice” means the diCe from which theofii-

: : A ers,partners, or managers of a broker—dealer or an investment
%pvernmentalndustrlal or commercial enterprise” is not presengdviserdirect, control, and coordinate the activitidshe broker—

(d) Any other savings institutioand any trust companyga-
nizedunder the laws of any state.

(9) “Securities services”includes but is not limited to the
acceptancef orders to déct securities transactions as agent for
the purchaser or sellef'Securities services” does not includgbe
exclusively promotional or account—establishing functicng
jectto s. DFI-Sec 4.05 (8).

dealeror investment adviser

(&) The source, under a lease, sale or loan arrangement, foh?) “Custody” includeshaving possession of customer funds

paymentof principal and interest on the revenue obligation, iS & so\rities othe power to access or control the disposition of
duly organized and existing not—for—profit corporation undeéustomerfunds or securities to third parties.

applicablestate law and is an ganizationdescribed in section (18) “Currentbrochure” andcurrent brochure supplement”

501(c) (3) of the internal revenue code which qualifies for XM eanthemost recent revision of the brochure or brochure supple

té?lﬂércoorggggﬁ:jal taxation under section 501dthe internal rev ment,including all subsequent amendmeptgpared on Part 2 of
' Form ADV as revised in 2001.

(b) The receipt of a limited amouat revenue by the corpoera (19) “Sponsor”for purposes of a wrap fee program means a
tion from commercial or retail sources does not result in a loss of | - P : purp ; p prog
the corporations status asa qualifying oganization under sec broker—dealeor investment adviser thatégempensated under a
tions 501 (a) and (c) (3) of the internal revenue code wrapfee program for sponsoring gamizingor administering the
X : program,or for selecting, oproviding advice to clients regarding
(12) “Cash,”“funds,” or “money” as used in ch. 558tats., theselection of, other investment advisers in the program.
andrules thereunder includes, but is not limited totyglés of cur (20) “Wrap fee program” means a program under which a

rency,checks, drafts, bank deposits or their equivalents. specifiedfee or fees, not based directly upon transactions in a cli

(13) An “offer” for purposes ofise of the registration exemp ent's account, are chged for investment advisory abdokerage
tionins. 551.23 (1), Stats., does not include presentatimasie serviceswhich may include portfolio management or advice-con
atan oganized venture capital fair or other investment forum degerningthe selectiorof other investment advisers and the execu
ignatedin writing by the division pursuant to s. DFI-Sec 2.02 (Yon of client transactions.

(). (21) “Enteringinto” for purposes of an investment advisory
(14) The following defined terms apply fgourposes of the contract,does not includan extension or renewal of an existing
definition of “investmentadviser representative” in s. 551.0Zontractthat does not contain any material changes.

(7m) (a), Stats. History: Cr. RegisterDecember1969, No. 168, &f1-1-70; rand rect Register

- " . . August, 1972, No. 200, &f9-1-72; am. (1),.rand recr(4) and (5), cr(6) and(7),

(a) “Client” has the definition as that set forth in r@le5.203 Register December1977, No. 264, é11-1-78; am. (1) (intro.), (2) (t¢#) and (6)

(b) (3)-1 under section 203 of the investment advisers act of 1940, 5?}3"5?3 gegsber%iso, No. 300,(%1@)1—311; alrn.8 g), Re%is)tt(aig)ecReml_)?r
Wali " H H ,NO. , €@l 1-1-04; emeay. am. , —1-c4; am. , Register
exceptthat“client” does not include persons that are not re&ded;%%,' 1984, No. 341, &6-1-84; am. (1) (a), c2) (c), (8) and (9). land recr(5),

of the United States. RegisterDecember1984, No. 348, &f1-1-85; correction in (2) (a) made under s.
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13.93(2m) (b) 12., Stats., Regist@ecemberl985, No. 360; am. (6) (a), Register 7-9-98am. (2) (b), (5) (c) 2. (intro.), a. and (7) (b),(8) (c) 2. d., (14) to (18), Regis
December1986, No. 372¢ff. 1-1-87; cr(10), RegisterDecember1987, No. 384, ter, December1998, No. 516, &f1-1-99 correction in (intro.) made under s. 13.93
eff. 1-1-88; cr(11), RegisterDecember1990, No. 420, éf1-1-91; renum. (7) to (2m) (b) 7., Stats., Registehugust, 1999, No. 524m. (1) (a)l., renum. (18) to be
be(7) (a) and am., c(7) (b), RegisteDecember1991, No. 432, &1-1-92; am. (14)(g), RegisterDecemberl999, No. 528, &f1-1-00;,emen. cr (18) to (21), df

(5) (c), (7) (a), cr(12), (13), RegisteDecemberl994, No. 468, &f1-1-95; correc  1-1-01,CR 01-25: cr(18) to (21), Register Jyl2001, No. 547, &€f8-1-0% correc-
tionin (13) made under s. 13.93m) (b) 7., Stats., Registdvlarch, 1997, No. 495; tionsin (1) (intro.) and (14) (g) made under s. 13.93 (2m) (b) 7., Stats
emerg.am. (2) (b), (5) (c) 2. (intro.), a. and (7) (b),&) (c) 2. d., (14) to (18), f
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